The Society's 


1958 Convention 


The Right Hon. R. G. Casey, 
Minister for External Affairs, 
addressing members at the 
luncheon on the opening 
day of the Convention 


Mr. A. —. Dent (State President, N.S.W. Division 
moving a vote of thanks to Mr. Casey. Also in the 
picture are Mr. W. J. Campbell, Auditor-General and 
chairman of the Public Accountants Registration Board 
of N.S.W., and Mr. O. H. Paton (President) 
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Members of the Convention Executive Committee. Left to right: Messrs. B. L 
Horsley (N.S.W. State Registrar), C. R. Hicking (N.S.W.), W. P. Henson (N.S.W.) 
R. F. Butt (Qlid.), O. H. Paton, chairman (N.S.W.), G. E. Fitzgerald (Vic.), C. K 
Davies (Vic.), A. E. Dent (N.S.W.) and C. W. Andersen (General Registrar) 
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technical discussion panel in action. The subject under review was “The 
Economics of Capital Expenditure” 


CCO 


and the group includes, from left: Messrs. E 
A. E. Dent (chairman), D. R. Rickard, 


Sorenson (commentator), V. L. Gole (rapporteur), A. E 
W. B. Ruffels and G. A. Green, who were the authors of the three papers, and 
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PRESENTATION OF 
TREATISE AWARD 


R. Brown (right) smiles 

as he receives the 

n scroll from Mr. O. H 
sion §6(President) as the 
ner of the Society’s Treat 
¢ Award. Mr. C. W. Ander 
General Registrar) is on 


e left 
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learn, thus allowing them to devote 
more time to other subjects. 


Private and household financial 
transactions would become easier 
to handle. 


These advantages overwhelmingly 
establish the superiority of a decimal 
system. Apart from questions of 
sentiment, we know of only one 
major argument in support of the 
existing system in principle, and this 
is based on a misconception. It is 
sometimes claimed that having 
twelve pence to the shilling is 
an advantage in transactions in- 
volving yards, feet, dozens, etc., 
as 12 is divisable by 3 and 4 
without remainder. But this argu- 
ment fails to recognise that it is the 
number of units in the dividend 
which is important. It is in fact 
harder to divide 3 into 3/7 than into 
43 cents and easier to divide 3 into 
1385 cents than into 11/3; further- 
more none of these amounts can be 
divided by 4 without introducing 
fractions. 


A further claim in favour of the 
existing system is that machines de- 
signed to operate in pounds, shillings 
and pence can also be used for com- 
putations involving tons, hundred- 
weights and quarters. This is true, 
but, in our opinion, the number of 
cases where this application would 
arise is small in relation to the 
large volume of commercial trans- 
actions, though it may be important 
in certain types of business. 


Hence we have no doubt that, if 
it can be introduced, a decimal cur- 
rency system will offer the Austra- 
lian community very considerable 
benefits. These include an annual 
saving in costs which we have not 
attempted to estimate but which we 
believe to be very substantial. 


Feasability of Introduction 


This brings us to the essential 
question of feasibility, as there is 
little point in discussing the merits 
of a decimal system unless there is 
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at least a fair chance of their being 
realised in practice. 

Introduction of a decimal system 
would require, in the first place, de- 
tailed investigation and planning, 
and the creation of an administra- 
tive body to carry the planned tran- 
sition scheme into effect. Matters 
which would have to be dealt with 
include :-— 

Selection of a suitable decimal 
system. 

Arranging for issue of new coins 
and notes and for over-stamping 
existing coins and overprinting 
existing notes, if necessary. 

Legislation to safeguard exist- 
ing contracts, statutes, regulations, 
by-laws, etc., expressed in the old 
currency. 

Education and information to 
prepare the general public for the 
change. 

Preparation of new office forms 
and manuals, catalogues, price 
lists, text books, etc., to replace 
those made obsolete by the change- 
over. 

Arranging that, for a defined 
period immediately prior to the 
change-over, postage stamps, tram, 
train and omnibus tickets, price- 
tags in shops, and similar docu- 
ments in which prices appear 
should have those prices expressed 
in both old and new currencies. 

Converting to a decimal basis 
all machines made to handle shil- 
lings and pence; and replacing 
any machines which are not con- 
vertible. 

All these tasks would require in- 
tricate and painstaking preparation, 
capable administration, and close co- 
operation between private industry 
and the governmental administrative 
body. But (leaving aside the last 
point for further examination) none 
of them would be incapable of 
achievement. What would be re- 
quired is determination on the part 
of the Government and people, to 
carry them into effect. 
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The main difficulties would arise 
in converting machines so that they 
can handle a decimal currency. Some 
concerns could probably convert their 
machines ahead of the official change- 
over date as far as their internal 
accounting functions are concerned, 
but in many cases, such as the banks, 
the conversion would have to be 
effected in a very short space of 
time. Large stocks of machine parts 
would have to be built up, and it 
might also be necessary to create a 
“bank” of reserve machines to be put 
into temporary service while others 
are being converted. Staff would need 
to be specially recruited and trained, 
and employees of machine users 
might have to be entrusted with the 
task of converting the simpler mach- 
ines. 


All this means that the full co- 
operation of the machine manufac- 
turers and suppliers would be of the 
utmost importance. But we believe 
that if this is given the conversion 
could be carried into effect. Nor is 
there any reason to believe that this 
co-operation would not be provided. 
The machine houses would benefit 
by adoption of decimal currency, and 
they have not been reluctant to as- 
sist in other countries. The transi- 
tion scheme would naturally have to 
provide that they be properly com- 
pensated for their services. 


There still remains the question of 
cost, and how it is to be borne. The 
main component of this would be 
the cost of converting machines, and 
those on whom this burden falls 
would be partially compensated un- 
der the taxation laws. It would be 
necessary to devise machinery for 
recouping the balance of cost from 
general revenue or from loan funds, 
but this is not an insuperable prob- 
lem. As the burden of cost would 
in the first instance fall with par- 
ticular severity on certain sections 
of the community, such as the banks 
and the retail trade, some machinery 
for spreading it equitably over the 
whole community would be essential. 
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This argument assumes that the 
cost to the community of adopting 
a decimal system is justified by the 
benefits which would follow, and we 
believe this to be true for a very 
simple reason. The cost would be 
incurred once and for all whereas 
the benefits would be, in effect, a 
regular annual dividend which would 
offer a high rate of return and which 
would grow in size as the economy 
of the country develops further. 


The discussion’ in this section of 
the report, though necessarily brief, 
indicates that transition to a decimal 
currency would involve a number of 
substantial problems. It would be 
undesirable to underestimate these 
or to gloss them over, but as we have 
indicated, we feel that they can all 
be overcome. None of these is be 
yond the capacity and ingenuity of a 
country which can successfully carry 
out such projects as the Snowy 
Mountains Scheme and one of the 
largest immigration programmes in 
history. 


Our opinions, as here expressed, 
could be put to the test only by 
making a thorough and detailed in- 
vestigation, and only a government 
body could be endowed with the 
authority needed for this purpose. 
We believe that it is desirable for 
the Government to institute such an 
enquiry in the near future for three 
main reasons. Firstly there has been 
considerable public discussion, and 
the matter should be brought to a 
clear-cut issue and a definite deci- 
sion reached. Secondly, the best 
time to make the change is a time 
of gradually changing money values 
such as now exists. And thirdly the 
use of office machinery is growing 
very rapidly and the longer a deci- 
sion is deferred the greater will be 
the cost of conversidn to a decimal 
system. Any enquiry should, of 
course, be public, so that all i 
terested sections of the community 
may express their views. 
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The Attitude of the Society 


Thus far we have indicated our 
belief that a decimal system of cur- 
rency is highly desirable, that its 
introduction is feasible, and that as 
a first step a full and public enquiry 
should be instituted by the Federal 
Government. There remains the 
question of whether the Australian 
Society of Accountants as a body 
should adopt a specific policy on the 
matter. We believe it should. 


Members of the Society are en- 
gaged in almost every kind of enter- 
prise in all States of the Common- 
wealth. Their training and experi- 
ence qualify them to express opinions 
on almost all aspects of the problem. 
Furthermore if a decimal currency 
system is adopted, the burden of 
carrying the change-over into effect 
will fall largely upon accountants, 
almost all of whom are members of 
the Society. Hence the Society as 
a body is well-qualified to inform the 
public and to give a lead to the com- 
munity on this question. It appears 
to us consistent with its public stand- 
ing and with the professional status 
of its members that the Society 
should feel both a right and an obli- 
gation to decide its views and to 
express them publicly and to the 
Government. What we believe those 
views should be, we have already in- 
dicated. 


We consider that the Society also 
has an obligation to its members to 
define its attitude. Decimalisation 
is a matter which will affect almost 
all members in their professional 
capacities, and most of them will be 
looking to their professional organi- 
sation for a lead. 


_ At this stage of public discussion 
it seems desirable for the Society 
to confine its official policy to advo- 
cating in principle the adoption of 
a decimal currency. If a public en- 
quiry is undertaken, the Govern- 
ment will doubtless look to it for 
advice on many points of detail such 
as the particular scheme of decimali- 
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sation to be adopted, and the way in 
which the transition should be effec- 
ted. The Society in its turn may 
well wish to put forward specific 
recommendations on behalf of its 
members. But these matters will all 
have to be studied in more detail 
before the Society can speak with 
authority on them. 


In the meantime the Society can 
do much to inform its members and 
the public generally of the implica- 
tions of adopting a decimal system. 
In this respect the regular publica- 
tion of members’ views in “The Aus- 
tralian Accountant” has _ proved 
beneficial. There is one point which, 
parenthetically, we suggest may need 
special emphasis. In much discussion 
there is a tendency to treat the ques- 
tion as one primarily affecting the 
coinage. Some misunderstandings 
will be eliminated if it can be made 
clear that the suggested reform is 
mainly concerned with the units in 
which accounts are recorded. The 
scale of coins and notes, though an 
important matter, is, in these days, 
subsidiary to the accounting prob- 
lem. 


Recommendations 


That the Society 
matter of policy, 


(1) Support in principle the adop- 
tion in Australia of a decimal 
system of currency, while re- 
serving until later its opinions 
on matters of detail such as 
the particular scheme to be 
introduced and the method of 
introduction. 


Advocate the setting up by 
the Federal Government of a 
full and authoritative public 
enquiry at which all interested 
sections of the community 
may express their views. 


When adopting the above recom- 
mendations, General Council ex- 
pressed its appreciation to the mem- 
bers of the Committee for their ex- 
cellent report. 


should, as a 





RECENT LEGAL DECISIONS 


Discussed by L. C. VOUMARD, B.<A., LL.B. 


Measure of Damages 


Interoffice Telephones Ltd. v. 
Robert Freeman Co. Ltd. (1957) 3 
All E.R. 479 is another case dealing 
with the principles according to 
which damages for breach of a con- 
tract of hire are to be determined. 


Interoffice Telephones owned tele- 
phone installations which they hired 
out. Robert Freeman Co. had hired one 
of these installations for a twelve-year 
period at an annual rental of £260 
odd. After about six years, the hirers 
were forced to vacate the premises in 
which this telephone equipment had 
been installed, and as they had no 
further use for it, they repudiated 
the contract. Naturally, the owners 
sued, and claimed a sum of money 
worked out in accordance with a 
clause in the agreement. This clause, 
however, was conceded to be in the 
nature of a penalty, and was, there- 
fore, disregarded, so that the owners 
could only be entitled to such dam- 
ages, assessed according to appropri- 
ate principles, as they could claim 
> a suffered by the hirer’s de- 

ault. 


The owners always had a supply of 
this equipment sufficient to enable 
them to meet any demand, and the 
demand for their installations was 
limited. 


The trial judge held that the own- 
ers were bound to mitigate their 
damages, and that they must be 
treated as hiring out the subject 
equipment to a fresh hirer for the 
remainder of the term, and that their 
loss would be the rental during some 
reasonable period to be allowed them 
for the purpose of finding a new 
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hirer. He fixed this period at six 
months, and awarded the owners six 
months’ rent (£130) plus £8 ex- 
penses for the cost of removing the 
installation from the hirer’s premises, 
plus £200 (a round figure agreed by 
counsel) for the cost of recondition- 
ing the plant taken back. 


The total award cf £338 was 
thought by the owners to be inade- 
quate, and they appealed. The Cour 
of Appeal agreed with them that the 
method of assessing damages in a 
case such as this should follow the 
same principles as applied to the 
breach of a contract of sale of goods. 
In those cases, the seller’s damages 
should not be reduced on the basis 
that he can make another contract 
for the sale of the same goods if in 
fact the state of the market for such 
goods, and his resources, are such as 
to enable him to carry out the second 
contract in addition to the first one. 
In the instant case, the evidence 
showed that there was always 38 
supply to meet any demand; there- 
fore, it would not “be right to bring 
into account against the owners 8 
notional re-hiring of the installation 
taken back from the hirers, for the 
substituted transactions with a new 
customer would not in truth diminish 
the loss sustained by the owners at 
all, inasmuch as that substituted cus- 
tomer would simply be taking on 
hire, the machine taken back from 
the hirers instead of another machine 
which, as the evidence shows, the 
owners could have provided” (per 
Jenkins, L.J., at p. 482). 


Consistently with this, the owners 
were held entitled to recover the 
total sum of the future unpaid ret- 
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tals—just on £1700—subject to cer- 
tain adjustments. These would in- 
clude a deduction of fifteen per cent. 
for maintenance, a deduction of some 
amount, not specified, as a form of 
discount due to the payment of the 
total rental in one lump sum, a deduc- 
tion of the estimated value of the 
equipment recovered (some £700), 
and an addition of some £200 as the 
cost of reconditioning it. The exact 
amount payable after giving effect 
to these adjustments was not men- 
tioned, but it would have been sub- 
stantially in excess of the £338 
awarded by the court below. 


Bequest to Company of Shares in that 
Company 


It is well settled that a com- 
pany cannot own its own shares 
—it cannot be a member of it- 
self. But could shares issued by 
one company be held by nomi- 
nees for that company? 


In Kirby v. Wilkins (1929) 2 Ch. 
444 something very similar to this 
had happened. On the sale of a busi- 
ness to a company in return for fully 
paid shares, the assets had been over- 
valued, and the company had paid 
$3,000 more for the business than 
would otherwise have been paid. To 
get out of this difficulty, the vendors 
voluntarily agreed with the cOmpany 
that they would place 3,000 of the 
shares allotted to them at the dis- 
posal of the company, and these 
shares were transferred to the chair- 
man of the directors to be held by 
him on trust for the company. When 
an attempt was made to restrain him 
from voting in respect of those shares 
at any meeting of the company, the 
Court held that the transaction did 
not offend against the principle set 
out at the beginning of this note. 


On the other hand, in 19438, in re 
Buckingham, Oswell & John Dobeli, 
Lid. (1943) 170 L.T. 53, Simonds, J., 
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expressed some doubt whether a be- 
quest by a testator to a company of 
his shares in that company might not 
offend against that principle, but 
these doubts were expressed only by 
way of opinion, and not by way of 
decision. 


So that the question whether the 
prohibition against a company traf- 
ficking in its own shares would in- 
validate a testamentary bequest to a 
company of shares in that company 
was really undecided; as against the 
decision in Kirby v. Wilkins that such 
a bequest might be valid, there was 
the doubt expressed in re Bucking- 
ham, Oswell & John Dobell Ltd. 


It has now been decided that such 
a bequest is valid—re Castiglione’s 
Will Trusts; Hunter v. MacKenzie 
& Others (1958) 1 All E.R. 480. By 
his will, a testator directed that some 
of his shares in a company were, in 
the event of his son dying without 
leaving any issue, to be transferred 
to the company which had issued the 
shares. In upholding the bequest, 
Danckwerts, J., said (at p. 484): “A 
company cannot hold its own shares 
because it cannot be a member, but 
it does not necessarily follow that it 
may not have a beneficial interest 
arising from the shares in some 
way or other. 


“It appears plain from Romer, J.’s 
decision in Kirby v. Wilkins that 
there can be a trust under which cer- 
tain persons on the share register of 
the company may hold the shares on 
trust for the company beneficially. I 
think that that must be taken to be 


established by that case. In the 
present case the situation is that the 
shares are vested in the surviving 
trustee of the will. Therefore, at the 
moment, there is no rule of law 
which seems to be offended in the 
actual disposition of the shares. 
They are held in trust for the com- 
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pany, and, as Kirby v. Wilkins shows, 
that is entirely good in law.” Then 
after pointing out that the shares 
could ‘not be transferred on trust to 
the company itself, his Lordship 
added that the company could direct 
a “proper nominee” to hold the shares 
for the company or as it should direct, 
and that the beneficial interest 
would be enjoyed by the company, 
and the nominee could vote the shares 
as the company should direct. How- 
ever, in view of the wording of the 
company’s articles, the company 
could only require the present trustee 
to transfer the shares to a member 
of the company as nominee. Subject 
to this, though, the bequest was per- 
fectly valid. 


“Misconduct” in an Arbitration 


Although voluntary references 
to arbitration are not as common 
in this country as they are in 
England, the case of London Ex- 


port Corporation Ltd. v. Jubilee 
Coffee Roasting Co. Ltd. (1958) 
1 All E.R. 494 contains some in- 
teresting observations on what 
constitutes “misconduct” such as 
will result in an award being set 
aside. 


A contract for the purchase of 
ground nuts had been entered into 
between buyers (Jubilee Coffee 
Roasting Co.) and sellers (London 
Export Corporation) who were both 
members of the Incorporated Oil 
Seed Association (referred to as 
“1.0.8.A.”). The contract between 
them expressly incorporated certain 
terms promulgated by I.0.S.A., pur- 
suant to which disputes were to be 
referred to arbitrators (one to be 
appointed by each party). If the 
arbitrators failed to agree, the dis- 
pute was to go before an umpire, and 
an appeal could be brought from the 
umpire’s decision to a board of ap- 


peal. 
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A dispute having arisen between 
the buyers and sellers, it went to 
arbitration, and, the umpire having 
given an award in favour of the sell- 
ers, the buyers appealed to the board 
of appeal. At the conclusion of the 
hearing, the board, following a cus- 
tom of the trade, asked the umpire 
to remain with them while they de- 
liberated on their decision in the ab- 
sence of the disputing parties. The 
board upheld the umpire’s award, 
whereupon the buyers moved to have 
the board’s decision set aside on the 
ground that the umpire’s presence 
at the deliberations of the board 
amounted to “misconduct”. The de- 
cision was set aside on this ground 
by Diplock, J. 


The buyers had claimed that it is 
misconduct “for an arbitral tribunal 
to receive evidence or argument in 
the absence of the parties irrespec- 
tive of whether the tribunal’s award 
is in fact influenced by such evidence 
or argument”. Further, they claimed 
that this practice could not be justi- 
fied by pointing to a custom of the 
trade permitting it, for such a cus- 
tom is inconsistent not only with the 
principles of natural justice but also 
with the terms to be implied from the 
written submission. The sellers, on 
the other hand, contended that unless 
the custom was excluded by an ex- 
press term of the arbitration agree- 
ment—and it was not—then the 
Court should uphold it. 


Having regard to the wording of 
one of the relevant rules incorpor- 
ated in the contract (from which it 
appeared that the intention was that 
the umpire, having made his award, 
was to have nothing further to do 
with the matter), the court preferred 
to accept the buyers’ contentions 
rather than the sellers’ (although it 
was made plain that no moral oppro- 
brium attached to the members of the 
appeal board or to the umpire) and 
set aside the award of the board of 
appeal. 
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LETTERS TO THE EDITOR 


DEBT COLLECTION 


The Editor—Sir, 


I was particularly interested in the 
article “The Swiss Don’t Miss on 
Debt Collection”, by G. A. Fabiny, 
in the March issue, and as one whose 
responsibility it has been over many 
years to keep outstanding accounts 
down to a minimum, I heartily en- 
dorse the remarks expressed in this 
article. ; 

The trade nuisance referred to, i.e. 
the debtor who will not pay his debts 
until forced to, unfortunately has 
always been with us, but of recent 
years the numbers have increased 
alarmingly. As most business houses 
have not the time or in many cases 
the knowledge of the procedure of 
debt collecting, the easy way out is 
usually adopted by handing the task 
to a debt collector, which is very 
costly, and means another unneces- 


sary cost to our increasing expense 


account. Some simple procedure, 
based on the method adopted by the 
Swiss would be most welcome, I am 
sure, the very fact that such a law 
was in force, in itself, would be a 
deterrent to this type of debtor. 


I would also like to see added 
to this legislation, one which I un- 
derstand is adopted by the -Govern- 
ment of Denmark, dealing with 
people who issue cheques returned 
by the bank marked “not sufficient 
funds”. These people are often the 
same referred to above, and to gain 
further time, and to “whet the appe- 
tite of the creditor’, issue cheques, 
often post-dated, well knowing that 
they will not be met. In Den- 
mark, I understand, the legislation 
appoints a “flying squad”, whose 
duty it is to visit banks at any time, 
seize all cheques in the hands of the 
bank, and check them to see if funds 
are available to meet them, if not, 
the drawer is proceeded with on 
summons. After all, the person who 
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issues such a cheque, is very little 
better than the person who issues a 
valueless cheque. 

I have not any details of the Den- 
mark legislation, but perhaps some 
of our members may be able to 
furnish these, which I feel would 
be of great interest. I trust that 
some other members will take up 
the pen in support, and perhaps it 
may be possible to have such legis- 
lation drafted and brought into 
force in Victoria. What a blessing 
it would be to all accountants! 

S. T. ANDERSON, 
Geelong, Vic. 


The Editor—Sir, 

The interesting and informative 
article written by Mr. G. A. Fabiny, 
which appeared in the March 1958 
issue of The Australian Accountant, 
on the subject of debt collection 
methods in Switzerland provoked a 
lot of thought in our organisation, 
particularly amongst those having 
the responsibility of debt collection. 

It seemed to us that in it was 
presented a simple, administratively 
workable and very satisfactory re- 
placement of our present somewhat 
begs and costly methods in this 

eld. 

Although somewhat disinclined to 
favour any further extension of gov- 
ernmental powers over the business 
community, in my opinion the crea- 
tion of such a board, possibly as an 
adjunct to the present Bankruptcy 
Court, would be of very great, bene- 
fit to all concerned. 

I would like to add the following 
suggestion which may be of value 
in considering the procedure. Sup- 
posing such a board is eventually 
established, it should be required to 
publish in the Government Gazette 
at the same time as the issue of a 
summons upon a debtor, details of 
the summons showing the amount 
claimed by the creditor and the 
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length of time the debt has been out- 
standing. Suitable safeguards would 
also have to be established by the 
board to prevent any creditor having 
a summons issued without justifica- 
tion. 

Publication of these details would 
provide an added spur to that ap- 
parently growing class of debtors, 
mentioned by Mr. Fabiny, who trade 
on capital provided by unpaid ac- 
counts. 


P. C. CLARK, A.A.S.A., 
Sydney, N.S.W. 


ADVERTISING AS AN 
EXPENSE ITEM 


The Editor—Sir, 

In “Advertising as an Expense 
Item” (Australian Accountant, 
March, 1958) Mr. F. W. Paine refers 
to the accounting treatment of ad- 
vertising expenses and difficulties ex- 
perienced in reconciling costing re- 
sults with financial results and says: 
“. ,. . the cost accountant acknow- 
ledges that some of period’s adver- 
tising expenditure should not be re- 
covered from the period’s production 
costs”. 

The words quoted, together with 
the general trend of the article, sug- 
gest an attempt has been made to 
charge the distribution costs of an 
accounting period against the pro- 
duction of the same period. If this 
is so, it may explain the difficulties 
as the production of one period, or 
part, may not be distributed (sold) 
until a subsequent period. To put it 
another way—production costs may 
be legitimately classed as a cost of 
goods produced and as an asset; dis- 
tribution, including advertising is an 
expense not a cost. 

The question is then asked as to 
whether advertising expenses can be 
carried forward to the next account- 
ing period as expenses paid in ad- 
vance. This occurs when the end 
of the accounting period (balance 
sheet date) occurs during the course 
of a large advertising campaign. A 
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calculation is given in an example 
allocating advertising costs incurred 
to the end of the period in proportion 
to actual sales to date as against 
total estimated sales over the cam- 
paign period. This “reasonable” 
basis produces a figure to be charged 
to the current period leaving a sur- 
plus to be carried forward to the 
next period. It is not stated what 
would happen if the calculation has 
shown that expenditure incurred to 
date were less than the allocated 
proportion of expenses. In such a 
case, it might be proper to accrue 
some advertising expense instead of 
deferring it. 

Mr. Paine considers the method 
of allocation he suggests is as accu- 
rate as most depreciation calcula- 
tions and refers to the “doctrine of 
conservatism”. He might well have 
also mentioned the practice of con- 
sistency as being important. 

It is suggested that it is for the 
auditors to decide whether “advertis- 
ing costs carried forward’ is satis- 
factory as a balance sheet item and 
one may comment that this is surely 
for decision by the company and its 
finance executives. 


The practical problem stated, is 
that some companies have been un- 
able to proceed with desirable ad- 
vertising campaigns because their 
balancing date occurs in the middle 
of the campaign. Two fairly ob 
vious suggestions are to defer the 
campaign so that it falls completely 
within an accounting year, or if this 
is not possible on seasonal grounds, 
then change the balancing date. As 
Mr. Paine says, it would be serious 
if management decisions were re 
stricted by an accounting convention 
accepted without full investigation. 
Perhaps the rea] answer is to carry 
out such a full investigation when it 
may be found that substantial sales, 
e.g. to wholesalers or retailers, occur 
before the advertising _ breaks. 
Another investigation into the actual 
nature of what is lumped together as 
“advertising”, might lead to some 
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different allocation, or it might be 
found that some expense represents, 
say, merchandising aids properly 
classifiable as assets. 

The investigation might also clear 
up some of the problems said to 
exist between the cost accountant 
and the financial accountant. 

An editorial noted (Australian Ac- 
countant, July, 1957, p. 290) reads, 
“,. accountants ... are probably 
not contributing as fully to the suc- 
cess of their companies as they might 
were they to realise the important 
role they can take in the marketing 
field”, and it is interesting (and 
gratifying) to note general support 
for this view by Dr. William Lazer, 
Assistant Professor of Marketing, 
Michigan State University, U.S.A. 
(Australian Accountant, March, 
1958, p. 138). 


J. C. BARNES, Melbourne, Vic. 


CONTROL OF BRANCH 
CASH TRANSACTIONS 


The Editor—Sir, 

It is surprising that Mr. Barton in 
his interesting article (“Cash Con- 
trol Under a Branch Accounting 
System”—March, 1958 issue) makes 
no reference to the complication in- 
troduced by the matter of bank ex- 
change on cash transfers. 

The writer recently encountered 
an application of the “Deposit Ac- 
count—Imprest Payment Account” 
system working at two country 
branches which revealed, over a 
twenty-week period examined, a 
total of £145,000 in deposits remitted 
to head office while, concurrently 
£210,000 had been transferred by 
head office to reimburse the imprest 
accounts. The cost in exchange (at 
1/- per cent.) was £178 while all that 
was achieved was a net transfer of 
£65,000 to the branches which would 
have cost £33. 

Furthermore, Branch A was found 
to be trading with Branch B and 
paying direct by cheque. This in- 
volved exchange when collected by 
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A’s deposit account, further exchange 
when cleared from the deposit ac- 
count to head office, and further ex- 
change when immediately reimbursed 
by a office to the imprest account 
at B. 

The remedy adopted was, of 
course, to operate only one account 
at each branch which draws on (or 
remits to) head office at its discre- 
tion as and when necessary, remem- 
bering in the latter case, though, 
that it can be more profitable to sac- 
rifice interest on a temporary sur- 
plus than to pay exchange on the 
remittance. Bookkeeping is a little 
more complicated but, after all, sys- 
tems are designed to fit the problem 
and not vice versa. 

The circumstances are so common 
that perhaps the more conventional 
accounting arrangements are often 
adopted without regard to this par- 
ticular aspect of the cost. 


C. A. O'LEARY, Sydney, N.S.W. 


ELIMINATION OF 


SHILLINGS AND PENCE 


The Editor—Sir, 

We read, with interest, the com- 
ments in the February 1958 issue 
of The Australian Accountant, relat- 
ing to the elimination of shillings and 
pence from accounting records. Our 
firm has had considerable experience 
with this type of recording for the 
last seven years and it is a blessing 
both to our clients and members of 
our staff. 

On occasions we have mentioned 
the matter to other practitioners and 
from their comments it appears this 
method of accounting has not been 
explored and used by other profes- 
sional accountants. We have found 
from experience that it is wise to 
use hand written private ledgers 
when this method of accounting is 
adopted by our client. The saving 
in time more than offsets the results 
which would be obtained from 
machine accounting. 


L. G. FLETCHER, Perth, W.A. 
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Extensions of Time for Lodgment of Income Tax Returns 


The following statement is issued 
by the General Council of the Aus- 
tralian Society of Accountants. 


A number of tax agents in New 
South Wales has expressed concern 
over the Taxation Department’s at- 
titude towards the granting of ex- 
tensions of time for lodgment of in- 
come tax returns. This important 
question was recently discussed with 
the Commissioner of Taxation by 
the President of the Institute of 
Chartered Accountants in Australia, 
Mr. R. A. Irish, and the President 
of the Society, Mr. O. H. Paton. 

It is clear that the question pre- 
sents many difficulties and, at this 
juncture, it can only be solved by 
sympathetic treatment from the De- 
partment and by co-operation from 
tax agents in meeting the Commis- 
sioner’s statutory duties. 

The Commissioner is charged with 
the responsibility of assessing and 
collecting income tax during the fis- 
cal year. To enable a taxpayer to 
take advantage of the self-assess- 
ment provisions of the Act, assess- 
ments in the main should be issued 
prior to 31 March. It is self-evident 
that these functions cannot be per- 
formed properly unless an adequate 
period of time is allowed for the 
Departmental review of returns and 
completion of assessments. 

Nevertheless, the Commissioner is 
aware of the real difficulties which 
confront some tax agents and made 
it clear that he did not want to be 
so rigid in his views as to compel 
tax agents to reduce the service they 
are now giving to the public. He 
made it clear also that, although 
there had been a tightening in the 
granting of extensions in N.S.W., the 
deadline date of 31 December was not 
being applied as an inflexible rule. 

Every tax agent has been issued 
with a copy of the Department’s cir- 
cular setting out the conditions for 
extensions of time to lodge returns 
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and very careful records are kept 
within the Department of each tax 
agent’s performance in relation to 
these conditions. 

Where it is clear that a tax agent 
has made a genuine effort to meet 
the Department’s conditions, sym- 
pathetic consideration has been given 
and will be given to extensions of 
time past 31 December and, depend- 
ing on particular circumstances of 
each case, up to 28 February. Simi- 
lar treatment is granted where the 
tax agent has faced uncontrollable 
conditions, such as serious illness, 
flood or fire. On the other hand, 
where the tax agent’s performance 
in lodging returns demonstrates that 
the Department’s conditions are 
being disregarded, extensions past 
31 December are not granted. 

This statement of the Departmen- 
tal attitude accords with the Insti- 
tute’s and the Society’s experience, 
from which it can be said that, in 
every case where representations on 
the score of some hardship have 
been made, the tax agent has been 
dealt with sympathetically by the De- 
partment. 

The Commissioner is examining 
the possibility of relieving the bur- 
den of tax agents, especially in the 
country, by allowing some form of 
staggered balancing dates. Until 
some solution can be found, it is 
clear that the Commissioner’s duties 
under the Act cannot be effectively 
performed unless returns are lodged 
in accordance with the Department's 
conditions. 

Discussion with the Commissioner 
was helpful in presenting the tax 
agents’ point of view and hearing 
the Department’s difficulties. It is 
felt that members of the Society, 
who are registered tax agents and 
who observe the conditions laid down 
by the Commissioner, will receive 
sympathetic treatment of their ap 
plication whenever the occasion war- 
rants. 
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EVOLUTION AND REVOLUTION 


IN ACCOUNTING 


A luncheon address delivered by Mr. Walter Scott, F.A.S.A., 
F.C.A.A., to members of Sydney Rotary Club during the 
Australian Society of Accountants’ Convention. 


I suppose the reason that I am 
the speaker today, is that before my 
“deterioration” I was a member of 
the General Council of the Australian 
Society of Accountants and was asso- 
ciated even more closely with one of 
its parents, the Commonwealth In- 
stitute of Accountants. 


It is a great pleasure to see the 
president and some of the other 
officials of the Australian Society of 
Accountants at this luncheon. I 
think it is singularly appropriate too, 
that they should honour this Rotary 
Club with their presence today, in 
view of the fact that the profession 
in this final analysis stands or falls 
from the service which it gives to its 
members and the community, and 
“service” is a word well-known to 


Record keeping as apart from ac- 
counting goes back to antiquity. The 
earliest records of accounting appear 
to have been found on clay tablets, 
evidently used by the Babylonians, 
but they are simply plain records of 
transactions. We are told, however, 
that Tyre and Sidon possessed a 
system of bookkeeping, comparable 
to ours, settling all accounts in a 
grand clearing house, with a mini- 
mum use of metallic money. Aristotle 
mentions the keeping of records in 
books, whilst Xenophon in the book 
economics mentions stocktaking. 


_ The brilliant Cicero gives us an 
insight into Roman methods of record 
keeping, in defending Roscius: 

He says that I am indignant and sent 

accounts too soon; he confesses that he 

not this sum entered in his book of 
money received and expended, but he 
‘serts that it does occur in his memor- 
inda. you then so fond of yourself, 
have you such a magnificent opinion of 
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yourself as to ask for money from us on 
the strength, not of your account books 
but of your memoranda? To read one’s 
account books instead of producing wit- 
nesses, is a piece of arrogance, but is it 
not insanity to produce mere notes of 
writings or scraps of paper? .. . Memo- 
randa are to last a month, the account 
books for ever; these embrace the recollec- 
tions of a short time, those pledge the 
honesty and good faith of a man for ever.” 

If one can as with some time ma- 
chine span the centuries, I direct your 
attention to the third decade of this 
present century, when accountancy 
as we are beginning to know it now, 
was still somewhat in its infancy. 
At least many of the fields which 
we know well today, were then un- 
formed. That was the time when in 
so many organisations, many of them 
quite large, the auditor was respons- 
ible for the determination of the 
annual profit figure. Until such time 
as he audited and adjudicated and 
calculated the figures, some months 
after the end of that financial year, 
the annual profit was unknown to 
the management at large. 

It is perhaps no wonder that the 
auditor in those days, as the keeper 
of the secret until the last moment, 
was described in all sorts of terms. 
Somebody described him in these 
terms: “He was a grizzled, wizened 
man, cold, hard and calculating, with- 
out pity, totally devoid of compassion. 
Fortunately,” the writer went on, 
“none of these people beget children, 
and none of them will be encountered 
in heaven!” 


The emphasis in those days was on 
the past; as management was so 
often looking at what had happened, 
the accountant also was concerned 
with what had happened. But in the 
1920’s there was a movement spon- 








sored by engineers, mark you, rather 
than by accountants, which sought to 
take away the emphasis from the 
past, and place it where at that time, 
they felt it should properly be placed, 
on the present. So was born the prin- 
ciple of standard cost, which sought 
more to put the emphasis upon what 
was currently happening, than what 
had happened. We thus saw the first 
move, the first action of evolution in 
accounting when the emphasis was 
being placed upon the present rather 
than the past. I read somewhere a 
long time ago that some authority 
had said that Russia’s first Five Year 
Plan was based on the first major 
Standard Costs textbook—that writ- 
ten by Charter Harrison. But the 
emphasis upon the past was only part 
of the evolution in accounting and 
managerial thinking. In 1930 there 
took place another move which meant 
at least a partial change of emphasis 
to the future. Some of the larger and 
better organisations showed the way 
to the new move and I am reminded 
of the fact at this juncture. It 
was Kettering, one of the pioneers of 
General Motors in U.S.A., who in his 
own inimitable fashion, summed up 
this whole matter, by saying, “I am 
very interested in the future, for 
that’s where I expect to spend the rest 
of my life”. The emphasis then was 
changing to the future. In 1930 the 
International Management Congress 
finally set the seal of approval upon 
the tool of budgetary control which 
we know so well today. 

I suppose one of the first things 
we do when we look at a book nowa- 
days, is to find out when it was 
published, because things are moving 
so fast, that it is easy to pick up a 
book that is already out of date. But 
strangely enough, I think it would be 
true to say, that the proceedings of 
that congress on budgetary control 
held in 1930, are still the best that 
have ever been written on the subject 
of budgetary control, in my opinion. 
Sometimes we find that sort of thing, 
in single aspects of business organi- 
sation. I know that some good judges 
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in America consider that the best 
which has been written on the sub- 
ject of organisation is the little book. 
let of Russell Robb’s, privately 
printed and published in 1912. 


So the emphasis at least in certain 
aspects of accounting—and particu- 
larly those dealing with the rapidly 
growing emphasis on accounting as 
an aid to management—moved to- 
wards the future and, please note, 
further into the future. 


In our budgetary control proce 
dures before the war, we used to look 
perhaps a year, and some few used 
to look two, three, perhaps up to 
five years ahead. We are finding now 
that the accounting pattern is stretch- 
ing out further and further ahead 
because it is following managerial 
planning in doing so. An increasing 
number of organisations are plan- 
ning their operations, at least in 
general terms, for at least five years 
ahead, and many of them ten years 
ahead. Yet this must be done with 
an increasing emphasis upon more 
flexibility in planning. 


Before we speak of such matters, 
however, I think we should note 
that the accountant has come in 
for his share of criticism in the 
past. It has been urged against him 
with some justification, I think, that 
he is more concerned with the things 
that interest him, than the things 
that will prove a real aid to manage 
ment; it has been said that he over- 
looks the world of meaning and op 
portunity in accounting as an aid to 
management, and that he’s been much 
too concerned with the old practices; 
that he strongly resists change and 
that new ideas have dragged the 
accountant along rather than that 
the accountant should occupy his 
rightful place in business, as part of 
the advance guard. 


A further widely held criticism, 8 
that he has been all too indifferent 
to the fact that in the final analysis 
business is people. The very nature 
of his calling, the very nature of his 
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duties, do seem to make him, shall 
we say, somewhat more impersonal, 
than is good if maximum benefit is 
to flow from his work. There is some 
justification for these criticisms but 
fortunately the accountant today is 
awakening to the opportunities be- 
fore him to a greater degree than 
he has ever done before. 


The accountant is beginning to 
make great progress, but he will need 
to, because in this world of change 
he and his work will be affected. Per- 
haps I should put it a little differ- 
ently. Can anyone question that in 
this world of change—where so many 
aspects, so many phases of business, 
will be greatly affected by what is 
happening in the technological and 
other spheres—can it seriously be 
argued, that the one body which 
will not be affected is accounting? 
Surely not. We have plenty of evi- 
dence of it at the present time. Let 
me give you some examples. 


The National Association of Cost 
Accountants, one of the best known 
bodies of its kind in the world, had 
as its programme in 1938, these sub- 
jects; “Cost Control and Economic 
Progress”; “Essentials of Cost Con- 
trol”; “Application of Cost Control in 
Materials” ; “Application of Cost Con- 
trol to Manufacturing”; “Application 
of Cost Control to Distribution and 
Administrative Expense”, and that 
was 20 years ago. The 1958 Congress 
is to be held next month, and some of 
the subjects being studied are these: 
“Operation Research and the Accoun- 
tant”; “Using Statistical Control as 
an Accounting and Management 
Tool”; “Using Return of Capital Em- 
ployed for Profits Appraisal’; 
“Learning Curve Techniques for Dir- 
ect Labour Management” ; “Capacity 
Utilisation Study for Cost Control 
and Production”; “New Techniques 
for Judging Proposed Capital Expen- 
diture”; and I might add, that that 
was the subject discussed at the Aus- 
tralian Society’s accounting conven- 
tion yesterday. 
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Some of us have learned something 
of computers. Let me just give you 
two instances and they could be mul- 
tiplied almost without end in this 
field. Some of you have heard of 
Erma, the electronic computer, which 
was largely prepared by the Stanford 
Research Institute and installed for 
the Bank of America. Here is a brief 
description of one or two of its 
phases. When a cheque is received 
at the bank, an operator merely 
punches into the machine the amount 
on the face of the cheque. The cheque 
itself carries a code printed in mag- 
netic ink which identifies the account 
number. The machine scans this code 
to identify the account, it then refers 
to its memory bank, which contains 
information on 32,000 separate ac- 
counts, makes sure there is enough 
in the account to meet the cheque 
and deducts the amount of the with- 
drawal from the account. If there 
is not enough in the account a warn- 
ing overdraft light is blinked at the 
operator’s desk, unfortunately. The 
machine also checks up to make sure 
that there is no stop payment order 
against the account. The whole 
operation takes approximately one 
second. The manufacturers of Data- 
matic, another computer, say that 
their machine can accept the infor- 
mation on 75 policy holders, search 
and examine 1000 policy holders’ re- 
cords, and completely up-date and 
rewrite those affected by day-to-day 
transactions, print 20 premium bill- 
ing notices, all of 750 words, evaluate 
agencies’ production, all in the five 
seconds that it would take your sec- 
retary to sharpen her pencil in the 
pencil sharpener. 


Of course that is only one phase of 
it, it is not by any means the end 
of the story. Some of the techniques 
which are coming under considera- 
tion at the present time will un- 
doubtedly, both be affected by ac- 
counting, and will affect accountants. 
Sampling techniques in auditing, new 
appreaches to and methods of con- 
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trolling inventories, new avenues to 
reduce the almost untouched field of 
distribution costs, the newer mathe- 
matical and statistical tools available 
to the accountant and the fresh look 
at long range planning with its ac- 
companying accounting and budget- 
ary contents will all open up new and 
exciting and dynamic demands upon 
the accountant. It seems to me that 
when one examines these things, 
there is a wonderful future for the 
accountant, if he can get used to the 
idea to a greater degree in the future 
than he has ever been able to do in 
the past, that accounting is at its 
greatest height when it acts as an 
aid to management, as the premier 
tool of management. 


Now I would believe, that one is 
justified in thinking in terms such 
as these, because the world, and man- 
agement in particular, is going to 
need the accountant more in the 
future than it has ever done in the 
past. There doesn’t seem to be much 
doubt now, surely, that we are on 
the threshold of probably the great- 
est economic war that the world has 
seen. The moves in such an economic 
war are becoming increasingly evi- 
dent to us today. The establishment 
of the European Common Market, 
the European Free Trade Area, 
are simply moves to strengthen the 
economic position of the West so that 
it can better meet the onslaught in 
the economic sphere, largely from the 
East. These things can be accepted, 
I think, as can also the looming sense 
of urgency created by the increased 
amount of trade and aid which over 
the last two or three years has been 
coming from Soviet Russia. The 
trouble in the Middle East falls into 
place, when one looks at these things 
from an economic aspect and remem- 
bers that, European Free Trade 
Area notwithstanding, the one thing 
that can bring the wheels of Europe 
to a halt, is lack of oil. All these 
things are part of an economic war 
which will affect us all. 
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Indeed what we are witnessing is 
the transfer of the postwar strength. 
ening pattern of company mergers 
and amalgamations into national and 
international fields and the European 
experiments undoubtedly will be fol- 
lowed by similar movements in other 
parts of the world. 


Some good judges, particularly in 
America, believe that in the next 
decade, capitalism will be on trial 
and free enterprise will be at stake; 
some believe that the body which is 
best able to face this challenge to 
capitalism and private enterprise and 
indeed upon whom the burden of 
doing so will fall, will be manage 
ment. In the final analysis, success 
or failure in the economic war will 
depend on the calibre of management. 
It’s not surprising therefore that hav- 
ing achieved their aim in educating 
the scientist and the technologist in 
much greater numbers than we have 
in the west, Soviet Russia is now 
turning its attention to training in 
management. 


I had the privilege some little time 
ago of speaking at that exciting 
management school, the General 
Electric School at Crotonville, just 
out of New York. It is a fabulous 
school; not so much because it cost 
four million dollars, not that; but be 
cause the people who attend the 
school, including the highest execu- 
tives, for three months learn more 
of the better management tools, tech- 
niques and practices. 


I came away from there immensely 
heartened, feeling that here was al 
organisation which was really going 
out to do something in the manage 
ment education field. I should really 
say in the education field, because in 
1956, General Electric spent 43 mil 
lion dollars in training people. One 
comes away therefore, heartened by 
the belief that here is an experiment 
which is a lesson to the world. It 
seems to me, that if there is an econ 
mic war, which will affect us all— 
and I could give you countless illus 
trations of how this would affect us 
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—then there is an onus upon manage- 
ment, It comes to each one of us at 
this time, and surely demands the 
pest that we can give, and it is in 
this respect that accounting has such 
a part to play. It is in this respect 
that we will see not evolution in 
management, but revolution in that 
we shall be stepping up standards of 
management, we shall be sharpening 
old tools, we shall be learning new 
tools. Accounting, too, is capable of 
revolutionary practices, which will 
make it in a very real sense, of much 
greater strength and a much greater 
aid to management. 


So I say that at this time the 
accountant has a threefold duty upon 
which he should meditate as a pre- 
liminary to constructive, if you will, 
to revolutionary action. In the first 
place he owes it to himself, to see 
that through his Society and through 
himself he does take every oppor- 
tunity to make sure that the best of 
what is new, that the best of what 
will aid, comes to him and that he 
learns of it. Yes, he owes it to him- 
self, but he also owes it to his pro- 
fession. It is a proud profession; a 
profession which has a great deal of 
service to show because, even despite 
perhaps justified criticism, the ac- 
countancy profession has been one 
of the great essentials in economic 
growth and in the freedom of private 
enterprise. 


I don’t need to expand upon the 
theme that he owes it to the organisa- 
tion of which he is a part, but most 
of all I think he owes it to his coun- 
try. If it is true that we stand on 
the threshold of something which 
will tax our ingenuity and our re- 
sources, something which will place 
the level of competition perhaps on 
a scale we have not yet seen, then it 
seems to me that there is an onus 
on the accounting profession to make 
sure that it upholds management, to 
the very greatest degree to which 
it can aspire. 


The accountant must think in 
terms of the future, he must anti- 
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cipate it, he must prepare himself 
for it. That is not easy. Indeed it 
is full of complexities for he must 
learn afresh “to walk with kings 
nor lose the common touch”. He 
must keep abreast of the require- 
ments of big business but realise 
that he will still be the major adviser 
and support of small business. Nor 
should he underestimate his task 
because his work is undistinguished 
or his practice small. For him there 
should come the remembrance that 
the quickest way to a rise in national 
productivity is by lifting the stand- 
ards and accomplishments of small 
and medium sized business. 


I would suggest that the account- 
ancy profession might accept this 
message, just as we all may accept 
it no matter what aspect of business 
we represent nor in what profession, 
calling or trade we find ourselves. 
And let us accept it in the spirit to 
be found in a message by Walter 
Cole recently written— 

“If we are to achieve a victorious stand- 
ard of living today, we must look for the 
opportunity in every difficulty instead of 
being paralysed at the thought of the 
difficulty at every opportunity.” 


Progress in material things and a 
continually expanding revelation 
translated into machines and controls 
may give to man many servants, but 
all these are without value unless 
management can give to the human 
resources of industry a new dignity, 
a new vision and a new horizon. In 
this the accountant has the grand 
opportunity of playing a striking 
role. 


I am sure I speak on behalf of all 
Sydney Rotary members, when I say, 
firstly that we wish the convention 
every success, and secondly that the 
message from Sydney Rotary is a 
wish that the accounting profession, 
particularly the accounting profes- 
sion in Australia, will continue to 
grow in such a way that it may 
worthily fulfil the promise that the 
exciting future offers to it. 
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Australian Society of Accountants 


(Incorporated in Australian Capital Territory) 
37 QUEEN STREET, MELBOURNE, VICTORIA. 


NOTICE IS HEREBY GIVEN that an extraordinary general meeting of 
the Society will be held at 5 Bligh Street, Sydney, on Tuesday, 29 July, 1958, 


at 5.15 p.m. 


BUSINESS 


(1) To consider, and if thought fit, 
to pass the subjoined Resolution 
as a Special Resolution. 


Resolution 

That the Articles of Association 

be altered in manner following :— 

(a) The following paragraph shall be 
substituted for paragraph (3) of 
Article 129:— 

(3) The Society shall at each Ordi- 
nary General Meeting appoint an 
auditor or auditors to hold office 
until the next Ordinary General 
Meeting and shall at each such 
meeting fix the remuneration of the 
auditor or auditors. 

(b) In paragraph (4) of Article 129, 
the words “the Society or of” shall be 
> ger after the words “Auditors 
of”. 

(c) In Article 130, the words com- 
mencing “and should any such casual 
vacancy” down to the end of the 
Article shall be deleted. 


(2) To appoint an Auditor and to 
fix his remuneration—Mr. T. L. 
Coleman, F.A.S.A., the duly 
elected Auditor of the Victorian 
Division, offers himself for 
election. 


EXPLANATION OF 

PROPOSED AMENDMENTS 

The proposed amendments 
to Articles 129 and 130 are 
necessary in order to make 
them consistent with Section 
113 of the Companies Act, 1936 
of the State of New South 
Wales which, under the Com- 
panies Ordinance of the Aus- 
tralian Capital Territory, now 
applies as the law of the Terri- 
tory where the Society is incor- 
porated. Pending the amend- 
ment of the Articles in the 
manner set out above, the 
appointment of an auditor for 
the current year and the fixing 
of his remuneration were not 
proceeded with at the annual 
meeting held on 1 May. 


DATED this Twenty-third day of 
June, 1958. 
By Order of the General Council, 
C. W. ANDERSEN, 
General Registrar. 





CONVENTION PROCEEDINGS 


A complete report of the Conven- 
tion will be contained in the “Pro- 
ceedings” shortly to be published. 
This will embrace the full text of the 
papers, the summaries of the rap- 
porteurs, commentaries, notes of the 
discussions and other addresses. It 
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will be a valuable ccntribution t 
current accounting thought and prat- 
tice by a distinguished group of mem- 
bers. Copies will be sent to all mem- 
bers who registered. Copies, at 
£1/1/- each, may now be ordered i 
advance by members who wert 
unable to attend. 
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MEETING OF GENERAL COUNCIL 


MEETING of the General Coun- 

cil was held in Sydney from 
April 30 to May 2 and was attended 
by:—Mr. O. H. Paton (N.S.W.) 
President (in the chair), and 
Messrs. L. A. Braddock (S.A.), R. 
F. Butt (Qld.), J. G. Cooper (Tas.), 
C. K. Davies (Vic.), A. E. Dent 
(N.S.W.), J. H. Devitt (Qld.), L. H. 
Dillon (Vic.), A. S. Donnelly (Qld.), 
G. E. Fitzgerald (Vic.), G. F. George 
(S.A.), G. A. Gordon (W.A.), J. M. 
Grom (W.A.), W. P. Henson 
(N.S.W.), C. R. Hicking (N.S.W.), 
R. F. Jarman (N.S.W.), E. A. Peverill 
(Vic.) and the General Registrar. 


In opening the meeting, the President 
extended a welcome to Mr. G. A. Gordon 
who has been appointed to the General 
Council in place of Mr. G. L. Brodrick 
(W.A.) who had resigned, to Mr. A. S. 
Donnelly as substitute councillor for Mr. 
W. T. Reid (Queensland) and to Mr. R. 
F. Jarman as the representative of the 
Australasian Institute of Cost Accountants. 


General Council noted the resignation of 
Mr. G. L. Brodrick with great regret and 
recorded its appreciation of his services 
to the Society and to the profession over 
a long period of years. 

In accordance with established practice, 
the business of the meeting came before 
General Council in the form of written 
reports of its various standing committees, 
which furnished the essential data for 
consideration and the reasons for each con- 
clusion. As the meeting extended over 
three days, it is only possible to set out 
below the decisions reached by General 
Council on matters of general interest. 


Coat of Arms 

It was reported that negotiations with 
the College of Arms for the grant of 
Armorial Bearings to the Society had 
reached an advanced stage and that it 
was hoped the Grant of Arms by Letters 
Patent would be made by the King of 
Arms in the near future. 


Registration of Accountants 

. Further representations were made dur- 
Ing the year to the Attorney-General in 
Victoria regarding the registration of both 
practising and non-practising accountants 
a comprehensive basis. The Attorney- 
General intimated that he was in favour 
of some form of control over the account- 
ancy profession, preferably of a type that 
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would enable the profession to control it- 
self and that, at a later date, he was 
repared to discuss the matter further. 
n the meantime, however, it was necessary 
to make some provision for the registra- 
tion of company auditors in the Com- 
panies Bill to be introduced into Parlia- 
ment towards the end of the year. 


International Congress of Accountants 

Mr. G. E. Fitzgerald represented the 
Society at the International Congress of 
Accountants at Amsterdam in September 
last, during a private visit overseas, and 
reported on its outstanding success. With 
the authority of General Council an offer 
was made to hold the 1962 Congress in 
Australia. A strong case, however, was 
submitted by the American Institute of 
Certified Public Accountants on _ the 
grounds that its seventy-fifth anniversary 
would be celebrated in 1962 and that an 
inter-American conference on accounting 
would be held at the same time. These 
factors weighed in the final selection of 
the United States of America as the venue 
of the next Congress. 


Activities of Society in S.E. Asia 


Following their visit to Hong Kong, 
Singapore and Malaya under Colombo Plan 
arrangements, the President and_ the 
General Registrar submitted a _ written 
report to the Minister of External Affairs 
and to the General Council. In his reply, 
the Minister stated the report on the visit 
had proved a most helpful document to 
the officers concerned with Colombo Plan 
affairs in his department and thanked the 
Society for the contribution it was making 
to the training of accountants in the coun- 
tries of South-East Asia. 


Recognition of Society’s Qualifications in 

S.E. Asia 

In addition to investigating the demand 
for examination facilities in S.E. Asian 
countries and means of providing for 
them, it had been necessary to ensure that 
the Society’s qualifications were given 
complete official recognition. Following 
personal representations to the authorities 
in the various countries and subsequent 
submissions in writing, satisfactory assur- 
ances were obtained in the matter. 


Far-East Conference of Accountants, 1957 


Following communications received from 
the President of the Philippine Institute 
of Accountants and the Australian Am- 
bassador to the Philippines, it was de- 
cided that the Society should be represented 
by the President and the General Regis- 
trar at the first Far-East Conference of 
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Accountants at Manila in November last. 
The President of the Philippine Institute 
stated that the conference had been ar- 
ranged for the purpose of discussing prob- 
lems common to accountants in the area 
and of arranging for a more permanent 
exchange of ideas and technical informa- 
tion between the countries concerned. The 
Ambassador mentioned that representation 
of the Society at the Conference would be 
worthwhile for the benefits to be gained 
from the technical discussions and in the 
interests of international goodwill. 

Arrangements were then made for the 
Institute of Chartered Accountants in 
Australia and the Society to share in the 
preparation of six technical papers re- 
quired for the Conference—the Society 
undertaking the a2 pata of the three 
papers on “The Development of the Ac- 
countancy Profession in Australia”, “Re- 
quirements for Admission to Professional 
Practice” and “Expanding the Account- 
ant’s Services”. In addition, extensive 
material about the Society was prepared 
for the souvenir programme of the Con- 
ference. 

Subsequently, the President and the 
General Registrar reported on the out- 
standing success of the Conference, which 
was attended by delegates from fourteen 
countries. The President of the Philippine 
Institute of Accountants presided at the 
opening and closing sessions and the honour 
of presiding at other sessions was ex- 
tended to the President of the Institute of 
Chartered Accountants (India), the Vice- 
President of the New Zealand Society of 
Accountants and the President of this 
Society respectively. 


Far-East Conference of Accountants, 1960 


At the closing session of the 1957 Con- 
ference, it was unanimously agreed that 
the second Conference should be held in 
Australia during 1960 and that subsequent 
Conferences should be held in India and 
Japan. General Council authorised the 
Executive Committee to proceed with the 
necessary arrangements for the 1960 Con- 
ference in consultation with the Institute 
of Chartered Accountants in Australia. 
Consideration is being given to the name 
of the next Conference, particularly with 
the view of incorporating all countries bor- 
dering on the Pacific. 


Decimalisation of Currency 

Following the formation of the Decimal 
Currency Council, the Council was informed 
that the Society was willing to support 
a request to the Federal Government that 
it institute a full and authoritative public 
inquiry on the desirability of the adoption 
of a decimal system of currency in Aus- 
tralia, at which all interested sections of 
the community might express their views. 
As reported elsewhere in this issue, General 
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Council has now decided to support. ip 
principle the adoption of a decimal systen 
of currency, while reserving until later 
its opinion on matters of detail, such as 
the particular scheme to be introduced and 
the method of introduction. 


Extensions of Time for Lodgment of 

Income Tax Returns 

Following consultations with the Insti. 
tute of Chartered Accountants in Australis 
and the Commissioner of Taxation, g 
statement on the matter was approved by 
General Council for publication. It ap 
pears at page 294 in this issue. 


Treatise Award 

As reported elsewhere in this issue, 
General Council adopted the findings of 
the Committee of Award, comprising Sir 
Alexander Fitzgerald and Messrs. FE. A 
Peverill and R. K. Yorston, on the merits 
of material published during the five years 
ended 30 September, 1957, and of w- 
published material submitted for considera- 
tion before that date. General Council 
recorded its appreciation of the services 
of the Committee of Award in undertaking 
such an arduous task. 


Honorary Membership 

In terms of Article 14, General Council 
was pleased to confer the distinction of 
Honorary Member with the status of 
Fellow, on Professor Robert L. Dixon, 
M.B.A., Ph.D., C.P.A., of the University 
of Michigan, for his services to the Society 
and to the profession in Australia. hk 
doing so, it recalled that, in addition to 
the planned courses presented by him 
during 1957, Professor Dixon gave many 
public lectures, including the research le 
ture in accounting in the University of 
Adelaide endowed by this Society. He 
gave freely and willingly of his time in 
helping rm encouraging members through- 
out Australia. 


Financial Position of the Society 

Careful consideration was given to the 
overall financial position of the Society 
presented and analysed in the various 
statements prepared for General Council 
Total income had exceeded expenditure by 
£10,847, of which £7,500 had been trans 
ferred to a Building Reserve. The Finance 
Committee reported that the full cost of 
additional staff appointed during the year 
had not yet been reflected in the accounts. 
Moreover, further staff would be required 
if plans for future development were to 
carried out, and a much greater expendi 
ture would be incurred on office accomme 
dation. Another commitment during 
would be the cost of the Convention. I 
was evident, therefore, that a surplus 
the extent realised in 1958 could not be 
expected in future years. 
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Buildings for the Society 

Consideration had been given during the 
year to the urgent need for additional office 
accommodation and to the possibilities of 
the Society owning its own buildings. 
General Council asked the Finance Com- 
mittee to consider ways and means of 
fnancing the capital cost involve’. As 
reported above, £7,500 of last year’. sur- 
plus had been transferred to a Building 
Reserve. 


Administration 

Consideration was given to the staff 
required to cope with the rapidly expand- 
ing activities of the Society. 


Results of Examinations 

For some time, General Council has 
been concerned over the low percentages 
of passes in the ‘various subjects of the 
examinations conducted by the Society. It 
asked both the Education Committee and 
the Board of Examiners to report on the 
matter. After a careful review of the 
question papers, the Education Committee 
reported that they were fair and reason- 
she. The Board of Examiners gave special 
attention to the standard of marking. It 
reached the conclusion that the low per- 
centage of passes was a valid expression 
of the standard of work submitted by can- 
didates and was due, to a large degree, 
to lack of preparation and faulty English 
expression. 

General Council endorsed the decision of 
the Education Committee and the Board 
of Examiners, that the attention of coaches 
and students should be drawn to the large 
number of candidates who are sitting for 
the examinations too early in their studies 
without proper preparation, and _ that 
students should be urged to read the con- 
tents of the syllabus thoroughly. It rati- 
fied also their decision that particulars of 
entries and passes for each subject in all 
States should be published in the annual 
report of General Council. It was pleased 
to note from the statistics set out in the 
appendix to the report that there was a 
distinct improvement in the results for 
Accounting and Auditing and Commercial 
law A of Stage I at the October exami- 
nations as compared with those at the 
May series, 


Discontinuance of Preliminary Examination 

At the request of General Council, the 
Education Committee had __ investigated, 
during the year, the practicability of adopt- 
ing the examinations of the various State 
authorities in place of the preliminary 
examination at present set by the Society 
in the subjects of English and Arithmetic. 
From the investigations made, the Com- 
mittee reported that adequate facilities 
Were available in all States for candidates 
to take the subjects of English and a 
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branch of Mathematics at either the Inter- 
mediate or Junior Certificate examinations. 
It felt that it could not ignore the finding 
of the Board of Examiners that faulty 
English expression was a contributory fac- 
tor to the high percentage of failures at 
the Society’s examinations or suggestions 
that the entrance requirement of the Society 
was inadequate. oreover, other profes- 
sional bodies which formerly conducted 
entrance examinations had long since dis- 
continued the practice. 

General Council adopted the recommen- 
dation of the Education Committee that, 
after the May, 1959, examinations, the 
Society should cease to conduct a Prelimi- 
Nary examination and that all candidates 
should thereafter be required to produce 
evidence that they have passed in at 
least the subjects of English and a branch 
of Mathematics at either the Intermediate 
or Junior Public Certificate examinations 
in any State, or an examination recog- 
nised by General Council as of equivalent 
standard. The provisions regarding exemp- 
tion as “special cases” will remain un- 
altered. 


Allowance of Additional Time for 

Examinations 

On the recommendation of the Board 
of Examiners, General Council decided 
that, with the October, 1958, examinations, 
candidates should be allowed an additional 
ten minutes to read the questions at the 
beginning of each examination. During 
this period, candidates will not be per- 
mitted to commence writing their answers. 
It was reported to General Council that 
many educational bodies had instituted 
this additional time allowance and that it 
was generally considered that students 
submitted better answers as a result. 


Sequence of Subjects 

Both the Education Committee and the 
Board of Examiners reported that they 
were of the opinion that another factor 
contributing to the high percentages of 
failures, was the tendency of candidates 
to proceed to Stage 2 subjects without a 
proper grounding in Stage 1 subjects. At 
present, a candidate could not proceed with 
a Stage 2 accounting subject before pass- 
ing in Accounting and Auditing of Stage 
1, but he may proceed with other subjects 
of Stage 2. on the recommendation of 
the Committee and the Board, General 
Council decided that, after the October, 
1958 examinations, candidates will be re- 
quired to complete both subjects of Stage 
1 before proceeding with a Stage 2 sub- 
ject. 


Statements on Accounting Practice 


General Council noted with satisfaction 
the progress which was being made with 
a wide range of projects by research and 
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study groups in the various divisions. It 
noted also that a statement on “Account- 
ing for Hire Purchase Transactions”, pre- 
pared by a committee of Victorian mem- 
bers, would shortly be published. 


Accounting Research 

Following consideration of a descriptive 
statement on the research work of over- 
seas accounting bodies prepared by the 
Research Officer, the Central Research 
Committee submitted a number of pro- 
posals for the improvement of the research 
work of the Society. It intimated also 
that it would not approve the description 
of any work as research unless there was 
evidence that it was the product of re- 
search. Whilst the proposals modified the 
means of implementing research projects, 
they did not depart from the general plan 
of research previously formulated. General 
Council adopted the proposals and is con- 
fident that they will lead to better results. 


Technical and Social Activities 

General Council was glad to observe 
from the reports of the various divisions 
that an extensive range of technical and 
social activities had been provided for 
members during 1957. All functions had 
been well attended and, with this en- 
couragement, Divisional Councils were plan- 
ning further activities for the current 
year. 


Further Sectional Activities of the Society 

Consideration was given during the year 
to means of improving the services ren- 
dered to members engaged in government, 
municipal and other specialised fields of 
accounting. To assist Divisional Councils 
with the formulation of plans in this re- 


Register of Members 





Listing the names of members of the 
Australian Society of Accountants who 
have been advanced recently in status with 
the names of new members and those whose 
names for various reasons have been re- 
moved from the registers. 


VICTORIA 

Provincial Associates: Boey, S. H.; Kauf- 
mann, G J. H.; Miller, J. F.; Norman, 
A. B.; Rockman, R. 

Associates: Allen, G. J.; Buzza, R. E.; 
Collier, J. H.; Fong, A. N.; Gorey, K. R.; 
Griffin, B.; Heffernan, P. C.; Morgan, 
J. L.; Ryan, P. S.; Stanley, R. G.; Taylor, 
A. W. 

Advanced to Associate: Beck, I. H.; 
Khong, C. G.; Scott, C. D. H.; Sofronoff, s. 

Advanced to Fellow: Burn, BH. 0d. IN? 
Cook, H. G.; Craig, H. F.; Hyslop, J. K.; 
King, C. A:: Kirk, L. J.; "McGrath, vo ?. 
S.; Proud, S. 
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gard, a questionnaire was sent to all 
members, seeking current information 
about members’ occupations and positions 
held in various organisations. 

General Council approved of the follow. 
ing provisions for an extension of see. 
tional activities:— 

(a) THAT each Divisional Council be 
authorised to set up a special actiyi- 
ties group for government and 
municipal employees. 

(b) THAT, for this and each other see. 

tion of members for which it is 
decided to organise special actiyi- 
ties, there be formed a panel or 
committee of the members who are 
interested in each specialised fielj 
with a member of the Divisional 
Council as chairman. 
THAT such panel or committee be 
charged with the responsibility of 
recommending to the Divisional 
Council a programme of activities 
and of organising the programme 
when approved. 


Public Relations 

General Council approved of a course of 
action which, it hoped, would lead toa 
better understanding in the community of 
the work of the Society and of accountants 
generally. 


Office-Bearers 

At the meeting of the General Council 
held after the annual meeting, the follow- 
ing office-bearers were re-elected: Presi- 
dent, Mr. O. H. Paton, F.A.S.A. (N.S.W.); 
Vice-Presidents, Mr. R. F. Butt, F.ASA. 
(Queensland) and Mr. W. P. Henson, 
F.A.S.A. (N.S.W.); Hon. Treasurer, Mr. 
C. K. Davies, A.A.S.A. (Victoria). 


NX— 


NEW SOUTH WALES 

Provincial Associaes: Bassett, W. M,; 
Darnell, K. W.; Faulds, A. H. (Miss); 
Fontana, G. B.; Garlick, J. F.; Gates, L. G.; 
Heeley, G. E.; Laurie, K. R. 

Associates: Allen, a A.; Barwick, D. J.; 
Gifford, K. J.; Hull, W. J. B.; Jones, A. J; 
Jones, F. R.; Kelso, s. J.3 Kirby, F. D:; 
Moore, G. B.; Spencer, I. 5. 

Advanced to Associate: Arthur, R. W.; 
Earngey, D.; Harper, L. G.; Lyons, J. B; 
Moriarty, P. M. (Miss) ; Parker, J. E.; 
Taylor, F. E.; Wieland, J. C. 

Advanced to Fellow: Andrews, G. Mel; 
McNaughton, A.; PE A.; Peterson, 
K. W.; Rackham, A. W.; Rice, T.; Towns, 


N. R 
WESTERN AUSTRALIA 
Associate: Molyneux, D. 
Removed from Register: Millington, ¢ 
F. (Resigned). 
TASMANIA 
Removed from Register: Rae, J. E. (De 
ceased). 
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97% OF ALL HOLDUPS 


.. - take place outside the victim’s own premises! 


Safety and proximity don’t necessarily go hand in hand. Just because the bank is just around 
the corner or a few doors up doesn’t mean that your company is exempt from the possibility 
of an armed holdup while an employee is nee the payroll. Statistics show that over 97% 
of all agree hold-ups actually occur OU E the victim’s premises. 


Mayne Nickless can collect your payroll bmn safely and for less cost than you could ever do 
it yourself. And it is such a reasonably priced service that any company, even with as few 
as seven on the staff, can afford it. For instance. . 

For a £700 payroll, the only outlay is 25/6 a week; fo or a £2,000 payroll, just £2/5/-. Incredible, 
len’t it? . . . especially when your payroll is fully lnoured against all risks until the moment 
you pay your staff. 


For an on-the-spot quotation for your payroll simply ring: 


MAYNE NICKLESS PAYROLL DELIVERY 
AND BANK DEPOSIT SERVICE 


697 Elizabeth Street, Melbourne. FJ 9274. 
572 King Street, Newtown, Sydney. LA 5743. 


or any of our offices at 


NEWCASTLE, ADELAIDE, BRISBANE, BROKEN HILL, GEELONG, 
gS YALLOURN, MORWELL, WOLLONGONG, PORT KEMBLA G HOBART. 
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That decision, gentlemen, 
saved us 
much time and worry 


IMPORT 


COSTING 
SERVICE 


ASSUREDLY! THE COMPUTATION OF LANDED COSTS OF 
IMPORTS IS WORK FOR EXPERTS 


THIS SERVICE IS PROVIDED WHILST CLEARING THROUGH 
CUSTOMS BY:- 


BARTON & Company Pty. Ltd. ©¥5™°™® 


SHIPPING 


(Established 1891) 


11 LOFTUS STREET, SYDNEY 
Telephone: BU 5091 (6 lines) a G E N T $ 


TRANSPORT 


—— 
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TAXATION 


The 1958 Income Tax 
Return 


Amendments have been made to 
the Income Tax Assessment Act 
which will affect the preparation of 
returns for the year ended 30 June, 
1958. 


Concessional Deductions 

The maximum allowances for the 
maintenance of dependants have been 
increased by £13 in each case. De- 
tails are :— 


Dependant 


Mazimum 
Deduction 


Spouse (wife or husband 


of taxpayer) eT 
Daughter — housekeeper 

of widow or widower 143 
First child under 16 years 91 
Each other child under 

16 years .. 65 
Student child 16 to 21 

years .. .. 91 
Invalid relative over 16 

we... es 91 
Dependant parent _ or 

parent-in-law ... . 143 
Housekeeper caring for 

dependant child or in- 

valid relative .. .... 1438 


The allowance for a dependant 
parent-in-law operates for the first 
time in the year ended 30 June, 1958. 
Previously, only dependant parents 
were included in the scope of this 
allowance. 


Adjustments may of course be 
made to the maximum allowances if 
the dependant is maintained by the 
taxpayer for only part of the in- 
come year. 


The deductions allowable are in 
most cases affected by the deriva- 
tion of “separate net income” by 
the dependant. As the permissible 
separate net income has_ been 
amended in only a few instances, 
&summary of the present provisions 
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for all types of dependants is set 
out below. Incidentally, unless speci- 
fically indicated otherwise, “separate 
net income” of a dependant is the 
gross income from any source, less 
expenses incurred in earning that 
income, and includes income which 
would be exempt from tax in the 
hands of the dependant. It does 
not include receipts which are not 
of the nature of income and does not 
include child endowment. 


Spouse and Daughter-House- 
keeper: The deduction of £143 is 
reduced by £2 for each £1 by which 
the separate net income of the de- 
pendant exceeds £65 


First Child under 16 years: Each 
other Child under 16 years: The 
deduction of £91 or £65, as the case 
may be, is reduced by £2 for each 
£1 by which the separate net income 
of the child exceeds £52. 


Student Child 16 to 21 years: The 
deduction of £91 is reduced by £2 
for each £1 by which the separate 
net income of the student child ex- 
ceeds £52. In addition, the deduc- 
tion is reduced by the full amount 
of any assistance relating to his edu- 
cation provided for the child by the 
Commonwealth or a State. 

The value of any other scholar- 
ships, bursaries, etc., do not, how- 
ever, effect a reduction of the allow- 
ance for the student child. 

Invalid Relatives: The deduction of 
£91 is reduced by £2 for each £1 
by which the separate net income 
of the invalid relative exceeds £52. 

In addition, the allowance is re- 
duced by the amount of any invalid 
pension received. 

Dependant Parent or Parent-in- 
law: The deduction of £143 is re- 
duced by the whole of any separate 
net income received by the depend- 
ant. This includes any pension or 
other allowance paid by the Com- 
monwealth. 
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Housekeeper: Provided the condi- 
tions governing this deduction are 
satisfied, any separate net income 
derived by the housekeeper will have 
no effect on the amount to be allowed. 


Definition of “Child” and “Daughter” 


The Income Tax Assessment Act 
has now defined a “child” as includ- 
ing an adopted child, step-child or 
ex-nuptial child, and a “daughter” 
as including an adopted daughter, 
step-daughter or ex-nuptial daughter. 
The practical effect of these defini- 
tions is:— 

(a) Deductions for life, sickness or 

accident insurance premiums, 
and payments to superannuation 
funds, as provided by Section 
82 H, will be extended to relate 
not only to the taxpayer’s own 
children, but to the additional 
categories of “child” mentioned 
above. 
Trusts created by a taxpayer 
will fall within the scope of sec- 
tion 102 (1) (b) if the income 
is payable to or accumulated for 
or applicable for the benefit of 
an unmarried minor who is 
covered by the extended defini- 
tion of a “child” of the taxpayer. 
The concessional allowance for 
a daughter-housekeeper can be 
claimed where the daughter- 
housekeeper is covered by the 
extended definition of “daugh- 
ter”. 


Gifts 
Deductions will be allowed for 
gifts, of an amount of £1 and up- 
wards made to the following addi- 
tional funds and institutions :— 
The National Trusts of Australia (New 
South Wales) 
The National Trust of Australia (Vic- 
toria) 
The National Trust of South Australia 
Public libraries, public museums and 
public art galleries 
The Sydney Opera House Appeal Fund 
The Sidney Myer Music Bowl Trust 
The rec Design Council of Aus- 
tralia. 
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Depreciation 

The amended depreciation provi- 
sions were described in some detail 
in the February, 1958, issue of The 
Australian Accountant. Summarised, 
the changes in the law, which apply 
in returns for the year ended 30 
June, 1958, and subsequent years, 
are: 


(i) Where depreciation claimed is 
calculated by the diminishing 
balance method, the ratio to 
be applied will be increased by 
50 per cent. 

(ii) Where the prime cost method 
is used, the previous rates of 
depreciation will not be altered. 

(iii) A change may be made from 
prime cost to diminishing 
balance, or from diminishing 
balance to prime cost, in re 
spect of all depreciable assets, 
or in respect of future pur- 
chases only. 

At the taxpayer’s option, de 
preciation recouped as a result 
of the disposal, loss or destruc- 
tion of depreciable assets may 
be deducted from the value for 
depreciation purposes of a re 
placement asset, or from the 
value of other assets subject 
to depreciation. If the option 
is not exercised, the recouped 
depreciation will be included in 
the taxpayer’s assessable in- 
come of the year of disposal, 
etc. 

Provision is made for the cal- 
culation of a notional income, 
for tax rate purposes, where 
the disposal, loss or destruc 
tion of depreciable assets re 
sults in the cessation of a tax- 
payer’s business. 


Nauru 

For the year ended 30 June, 195/, 
and subsequent years, income derived 
by a resident of the island of Nauru 
from sources within that island is 
exempt from Commonwealth Income 
Tax. 


The Australian Accountant, June, 1958. 
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Notes on Selected 
Tax Case 


BETTING WINS 


In a New Zealand income tax 
case, an attempt to prove that 
increases in assets resulted not 
from the determination of 
income, but from successful 
betting, was unsuccessful. 


The New Zealand Supreme Court 
case Of Barrett v. Commissioner of 
Inland Revenue 7 A.I.T.R. 103 read 
like an echo of many similar cases 
heard by Australian Courts or 
Boards of Review. The taxpayer’s 
affairs were investigated by the In- 
land Revenue Department, and as 
a result he was assessed on an assets 
betterment basis. 


For the benefit of those few 
readers who are not familiar with 
the expression, the “assets better- 
ment basis” is a method of ascer- 
taining an arbitrary taxable income 
which is used by Income Tax ad- 
ministrations where the absence of 
records, or the insufficiency of re- 
cords, leads to a suspicion that the 
incomes disclosed in the returns 
lodged are, to say the least, inaccu- 
rate. Equally, the method may be 
wed where no returns have been 


lodged. 


In brief, the method involves a 
comparison of the taxpayer’s net 
assets at the beginning of the period 
with the net assets at the end. The 
Inerease may or may not have re- 
sulted from the earning of income. 
Adjustments are therefore made for 
receipts and outgoings of a capital 
tature, and for any other transac- 
tions affecting the amount of assets 
owned which are not related to the 
derivation of income or the expendi- 
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ture of funds of a deductible charac- 
ter. Then there is added to this 
adjusted increase of net assets a cal- 
culated amount of living expenses; 
this is done on the assumption that 
the increase of assets (arising from 
income earned) would have been 
greater if normal living expenses 
were not paid out during the year. 
The final result is the Commissioner’s 
calculation of taxable income for 
each of the years concerned. The 
assessments issued as a consequence 
of the use of the assets betterment 
method may be contested in the usual 
way, but the burden of proof that 
the assessments are excessive rests 
with the taxpayer. 


In the present case, the taxpayer 
stated that the increase in his net 
assets above the amount of income 
disclosed in his returns consisted of 
betting gains. As such betting gains 
were not assessable income, he was 
in effect seeking a withdrawal of the 
amended assessments issued as a 
result of the investigation. 


Strenuous efforts were made by 
the taxpayer to support his conten- 
tion that his betting wins provided 
the explanation. Unfortunately, no 
records of betting gains or losses 
had been kept, and the compilation 
of a list of his winnings, accom- 
panied by unsupported statements 
that certain deposits to a savings 
bank account represented such win- 
nings, did not satisfy the Court. 
It was accordingly held that he had 
failed to discharge the burden of 
proof that the assessments were ex- 
cessive. 


Obviously, when a taxpayer seeks 
to explain part of an accretion of his 
assets by a statement that he has 
won it at the expense of the book- 
maker, some supporting evidence 
must be provided, if the Commis- 
sioner’s reply is not to be, in effect, 
that he has heard that one before. 
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NEWS AND NOTES 


Australian Society of 
Accountants 


QUEENSLAND 


Education Committee 

At its last meeting the Divisional Coun- 
cil was pleased to endorse the appoint- 
ment of a Divisional Councillor, Mr. G. 
Robbins, as chairman of the education 
committee in place of Mr. A. Donnelly 
who retired due to pressure of duties in 
other appointments. 


Cairns Discussion Group 

An inspection and lecture was held by 
the Cairns discussion group on 8 May at 
the offices of the Cairns Regional Elec- 
tricity Board, Grafton Street, Cairns. Mr. 
B. S. Marsh, A.A.S.A., accountant to the 
Board and honorary secretary of the 
Cairns Group of the Society arranged the 
tour of inspection of the Board’s offices 
and plant. During the visit Mr. Marsh 
addressed members on the subject of 
“Preparation of the Payroll”. This was 
the first activity of this nature to be held 
by the recently formed Cairns discussion 
group and the evening proved both 
interesting and informative. 


WESTERN AUSTRALIA 


Monthly Luncheons 

The May luncheon at Anzac House was 
attended by some 150 members. Mr. T. H. 
Andersen, M.V.O., F.A.S.A., recently re- 
tired Commissioner of Police in W.A., gave 
an interesting talk entitled “Sidelights on 
Police Duty”. 

The second luncheon at Fremantle was 
again held at the Hotel Orient. Mr. Penn 
Boucaut spoke on “The Crayfish Industry 
—its Development and Problems”. About 
40 members were present. 

At the Perth luncheon opportunity was 
taken by the State president to present 
some of the new members with their 
membership certificates in a very pleasing 
ceremony. 


BUNBURY BRANCH 

At a well attended meeting presided over 
by the Branch president, Mr. T. C. Beckit, 
Mr. Cyril Hammond, F.A.S.A., who is one 
of the four advisors appointed to assist 
the Unfair Trading Commissioner, gave 
a talk on the practical knowledge and 
workings of the Unfair Trading legisla- 
tion. 
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VICTORIA 


Legal Documents 

The Registrar of the Victorian Division 
has received a letter from the Law Insti. 
tute of Victoria in which attention is draw, 
to the provisions of Section 48 of the 
Legal Profession Practice Act 1946. Acting 
on the recommendation of the Victorian 
Divisional Council the letter is reproduced 
eplew for the guidance of Victorian men- 

ers. 

“Section 48 of the Legal Profession Prac. 
tice Act 1946 prohibits any person other 
than a solicitor who holds a current prae- 
tising certificate drawing, filling up or pre 
paring any instrument creating or regulat- 
ing rights between parties or relating to 
real or personal property or any legal pro. 
ceedings for or in expectation of any fee, 
gain or reward (whether the fee, gain or 
reward is or is expected to be direct or 
indirect). The breach of that section, in 
addition to being a criminal offence, is 
deemed to be contempt of the Supreme 
Court of Victoria. Recently His Honour 
the Chief Justice imposed a fine of £105 
upon an accountant who prepared a lease 
for which he received a fee and ordered 
him to pay my institute’s costs of the pro- 
ceedings. An appeal to the Victorian Full 
Court was dismissed and an application 
for leave to appeal to the High Court of 
Australia was refused. 

“My Council believes that some of your 
members may be unaware of the provisions 
of this section and has directed me 
write to you in case you might think it 
desirable to direct the attention of your 
members’ thereto.—Arthur Heymanson, 
secretary.” 


NEW SOUTH WALES 


Personal P 

Messrs. H. W. Blewitt & Co. advise 
that the firm’s new offices are situated at 
Commonwealth Bank Building, 5th Floor, 
106B King Street, Sydney. Telephone: 
BW 4393. 

Mr. R. D. Field, A.A.S.A., has been ap 
pointed chairman of the New South Wale: 
Division of the Chartered Institute of 
Secretaries. 

Mr. Jack Shaw, A.A.S.A., has been ap 
pointed manager of Harris Hutchinson 
Pty. Ltd., Alexandria. 

Mr. F. H. Childs, A.A.S.A., is now com 


ducting his practice at 86 Pitt Street 


Sydney (2nd Floor). The new telephone 
number is BW 7165. 

Messrs. Maxwell Sears, Murphy and 0. 
edvise that their practice is now being 
conducted at 8rd Floor, City House, 16 
Pitt Street, Sydney. Telephone: MA 64l1. 


The Australian Accountant, June, 1968. 
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Australasian Institute 
of Cost Accountants 


NEW SOUTH WALES 


A fascinating insight into the intricate 
processes involved in the manufacture of 
radio valves and radio components was 
enjoyed by 24 members of the N.S.W. 
Division when they visited the factory of 
Amalgamated Wireless Valve Co. Pty. 
Ltd, Rydalmere. The plant is one of the 
most modern in the world and it produces 
a large proportion of the total number of 
valves used in this country. 

The Institute is indebted to the 
Management of Amalgamated Wireless 
Valve Co. Pty. Ltd. for making this op- 
portunity available to members. 


QUEENSLAND 


Education Activities 

An evening meeting was held in the 
Oddfellows Hall, Charlotte Street, Bris- 
bane, on 14 May. Members of the Aus- 
tralian Society of Accountants were invited 
fo attend as the usual monthly Society 
meeting was not arranged in May due to 
the Convention being held in Sydney dur- 
ing that month. 

The subject of the address was “The 
Place of the Cost Accountant in Methods 
Improvement” and the lecturer was Mr. 
N. W. Savage, B.E., Queensland manager 
of W. D. Scott & Co. Pty. Ltd. 


This was the first major lecture evening 
arranged wholly by the Queensland Divi- 
tion of the Institute and it was intended 
to serve as a public relations activity to 
bring cost accounting in general and the 
Institute in particular to the notice of 
kindred professional bodies whose members 
were invited to the meeting. 


Lunch Hour Discussion 


Members met for their usual monthly 
luncheon on 80 April at McDonald’s Res- 
taurant, Edward Street, Brisbane, to dis- 
cuss long range forecasting. Mr. A. Neall, 
ACA.A., of H. C. Sleigh Lid., led the dis- 
cussion, 

The subject was one of a number sug- 
gested by General Council of a more ad- 
vanced nature than is normally included 
in the immediate sphere of the cost ac- 
countant. However this is part of an over- 
all policy aimed at fitting members for 
tles in the fields of management account- 
ng and controllership. 

The Council hopes that more members 
will take advantage of these monthly lunch 
ime meetings. 
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VICTORIA 


Office-Bearers for 1958 

Working for the advancement of cost 
end management accounting in Victoria 
this year is a group of relatively young 
office-bearers. They include:—Mr. R. O. 
Thiele (State president). He was ap- 
pointed a councillor in February, 1956, 
and has been an assistant examiner of the 
Institute and a member of the activities 
and finance committees. He has also held 
the positions of vice-president and trea- 
surer of the Victorian Division of the 
Institute. He is a member of the Aus- 
tralian Society of Accountants, the Chart- 
ered Institute of Secretaries and he 
gained the Diploma of Commerce at the 
Melbourne University. Mr. Thiele is con- 
troller of the Daylesford Centenary Wool- 
len and Worsted Mills, an operating divi- 
sion of the Felt and Textiles organisation. 

Mr. W. P. Round (vice-president). Mr. 
Round was appointed a councillor in 
October, 1956, and has also been a member 
of the activities committee. He has served 
as publicity officer and treasurer of the 
Victorian Division and as an assistant 
examiner of the Institute. He is a mem- 
ber of the library and education committee 
of the Australian Society of Accountants. 
He is chief accountant of the Victorian 
Division of Bradford Cotton Mills Ltd. 

Mr. B. W. B. Ruffels (hon. treasurer) 
is well-known to us all as the past Aus- 
tralasian president of the Institute. He 
is a partner of Messrs. Offner Hadley & 
Co., Chartered Accountants (Aust.), and 
has been a councillor and general councillor 
of the Institute for many years. 

Mr. F. A. Buttner (publicity officer) is 
director of finance and treasurer of The 
Standard Motor Products Ltd. and the 
Standard group of companies in Australia’ 
He is a Chartered Accountant (Aust.) and 
Chartered Secretary and is active in the 
Melbourne Junior Chamber of Commerce. 


Convention 

As this issue of the Journal went to 
press, final arrangements were being made 
for the two-day Convention at the Aus- 
tralian Administrative Staff College, 
Mount Eliza. 

The number of applications received for 
attendance at the Convention by mem- 
bers and others interested in management 
accounting from Victoria and interstate, 
have been most encouraging. Although 
the limit for accommodation has been in- 
creased from 50 to 60, it has been neces- 
sary to disappoint many applicants who 
lodged late entries. 

Precis from the various lecturers give 
every promise of an absorbing two days of 
fruitful discussions on the several prob- 
lems listed in the convention’s programme. 
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PROFESSIONAL NOTICES 


Rate per line 5/-; 


QUALIFIED ACCOUNTANT, own car, 
seeks part-time work evenings, ‘week-ends; 
Accountancy, income tax etc., Southern sub- 
urbs preferred. Reply, “Beaumaris”, C/- 
Australian Society of Accountants, 37 
Queen Street, Melbourne. 


REMINGTON ACCOUNTING MA- 
CHINE, “Foremost”, all-electric, two years 
old, regularly serviced. For further details 
telephone Mr. Creeper, BM 3611, Melbourne. 


PART-TIME WORK sought by qualified 
accountant, anywhere in eastern suburbs. 
Transport no difficulty. Ring WB 5321 Mel- 
bourne. 


ACCOUNTANCY PRACTICE FOR 
SALE in solid new country town. Gross 
fees £8000 and increasing, opportunities for 
real expansion. Enquiries to No. 471, Aus- 
tralian Society of Accountants, 37 Queen 
St., Melbourne. 


PRACTICE SOUGHT. Well-established 
practitioner desires to purchase large or 
small practices or part thereof within Syd- 
ney area with or without office. Reply No. 
271, Australian Society of Accountants, 
5 Bligh Street, Sydney. 


FOR SALE—ELECTRIC ACCOUNTING 
MACHINES. Two Mercedes accounting 
machines, Model Nos. 36113 and 36962, are 
available for sale. The machines were pur- 
chased new in April and September, 1957, 
respectively, and are in new condition. 
There are sufficient totalisators fitted to 
enable both machines to carry out most 
accounting operations. 

These machines are available solely be- 
cause the rapid growth of our company 
fequires that they be replaced by punch 
ecard equipment. They present an opportun- 
ity for the purchase of first-class accounting 
equipment at a considerable discount on 
new price. For further information phone 
or write—The Accountant, Victa Mowers 
Pty. Ltd., 47 Parramatta Road, Concord, 
N.S.W. Phone UJ 0251. 


PRACTICE FOR SALE: Established over 
25 years in Riverina town. Price including 
office plant and furniture £3,000. Full de- 
tails No. 169, Australian Society of Ac- 
countants, 5 Bligh Street, Sydney. 


CALCULATING WORK undertaken by 
experienced operator formerly on audit staff 
of chartered accountants; own machine, 
work picked up and delivered. References 
supplied. Ring WB 4379 mornings. 


WANTED TO PURCHASE.—Firm of 
practising public accountants desires to 
purchase large or small similar practices 
Melbourne metropolitan area. Taxation 
work preferred. Reply “Practice,” c¢/- 
Australian Society of Accountants, 37 
Queen Street, Melbourne. 
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minimum per insertion 15/q 


ACCOUNTANT REQUIRED to : 
over management of country practice neap” 
Melbotrne, partnership basis with option” 
to outright purchase. Qualifications include 
taxation experience in partnership, trust 
settlements and probate companies. od 
personality and sportsman. Capital 
quired. Reply with copy of ref 
to No. 480, Australian Society of Ag? 
countants, 37 Queen Street, Melbourne. ~ 


WANTED URGENTLY, advanced i) 
termediate or final accountancy s . 
preferably with public accountancy 
perience. Excellent prospects for 

getic and ambitious young man. A 
with references—Young and : 
Chartered Accountants (aust. ), 575A Dean r 
Street, Albury. "4 


PRACTITIONER with office space a 
able in new city building desires to 
tact sole practitioner who is desirous @& 
sharing office and secretarial services. 9} 
separate office with telephone is avai @ 
Apply No. 476, Australian Society of A 
countants, 37 Queen Street, Melbourne. 


PRACTICE FOR SALE.—Gross 
£4,200. Consolidated, capable of ex 
and within easy reach of Sydney. Fi ; 
arranged if required. For further d 
reply to No. 474, c/- Australian - 
of Accountants, '37 Queen Street, 
bourne. of ie 


PUBLIC ACCOUNTANT WITH GROW é 
ING PRACTICE wishes to purchase 
ing practice or group of clients. Telephone 
WM 9802. $33 


a. 
FOR SALE board-room table 8 a 
4 ft., maple, polished walnut colony 
plate glass top, standing on box te 
built-up banding to top. Apply B 
Hill South Limited, 360 Collins 
Melbourne. Telephone: MY 1421. 


COST ACCOUNTANT. Southern 
minium Ltd., manufacturers of alumim 
extrusions, invite applications for posi 
of cost accountant. Duties include i 
lation and operation of a system of 
dard costs and experience in this type 
work is desirable. Applicants must’ 
qualified accountants. Preference 
given to those with a post graduate ¢ 
fication in cost accountancy, but appii¢ 
without this qualification, who have 
the necessary experience, will be 
sidered. This position offers excellent ¢ 
portunity for advancement. Salary 
be in accordance with qualifications. 
experience. Apply in writing to: 
Accountant,” Southern Aluminium 
6-20 Cosgrove Road, Enfield, N.S.W. 


-. ¥ 4 o wy ° 
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